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Ms. Merilyn B. Reeves, Chair
Hanford Advisory Board
723 The Parkway, Suite 200
Richland, Washi on 99352

Dear M eves:

SPENT NUCLEAR FUEL (SNF) CONCERNS

In response to your request of April 3, 1998, I have enclosed a copy of U.S. Department of Energy,
Richland Operations Office (RL) memorandum 98-AMW-007 from J. D. Wagoner to James
Owendoff, HQ, "DOE, Richland Operations Office Response to Defense Nuclear Facilities Board
(DNFSB) Tech-17 Report," dated March 23, 1998; and RL letter 98-AMW-013 from C. A. Hansen to
H. J. Hatch, Fluor Daniel Hanford, Inc. (FDH), "Assessment of FDH Spent Nuclear Fuel Project
(SNFP) Performance," dated March 22, 1998. These letters outline the recent corrective actions taken
by DOE with respect to contractor performance in the SNF Project and the corrective actions
expected of FDH and DE&S Hanford, Inc. (DESH) with expected time frames for completion.

My staff and I are aggressively pursuing improved performance with senior management of FDH and
DESH on a weekly basis. I will continue to pursue these issues until convinced effective corrective
actions have been taken.

We appreciate the Hanford Advisory Board's interest and concerns. In closing, I would like to restate
that the Department has a strong sense of urgency to resolve performance issues and to initiate spent
fuel removal from the K Basins to a storage facility away from the river as soon as possible.

If you have any questions regarding this matter, please contact me on (509) 376-7395 or you may
contact Charles A. Hansen, of my staff, on (509) 376-7434.

Sincerely,

o D. Wagoner
SFD:RMH , Manager

Enclosures

cc w/encl:
F. Pefia, S-1
J. Owendoff, EM-1
T. Fitzsimmons, Ecology

D. Silver, Ecology
C. Clarke, EPA
R. Smith, EPA

The Oregon and Washington
Cofigressional Delegations

Department of Energy
Richland Operations Office

P.O. Box 550
Richland, Washington 99352

I -,-



Department of Energy
Richland Operations Office

P.O. Box 550
Richland, Washington 99352

98-AMW-006 MAR 2 2 1998.

Mr. H. J. Hatch, President
Fluor Daniel Hanford, Inc.
Richland, Washington 99352

Dear Mr. Hatch:

CONTRACT NO. - DE-AC06-96RL13200 - ASSESSMENT OF FDH SPENT NUCLEAR
FUEL PROJECT (SNFP) PERFORMANCE

References: 1. RL letter 97-AMW-016 from C. A. Hansen to H. J. Hatch, FDH, "Contract
No. DE-ACO6-96RL13200 - Spent Nuclear Fuel (SNF) Project Schedult,"
dated September 9, 1997.

2. RL letter 97-SFD-254 from E. D. Sellers to H. J. Hatch, FDH, "Defense
Nuclear Facilities Safety Board (DNFSB) Tech-17, Review of the Hanford
Spent Nuclear Fuel Project (SNFP)," dated December 5, 1997.

3. FDH letter FDH-9761474 R4 from N. H. Williams to E. D. Sellers, RL,
"Response to Defense Nuclear Safety Board (DNFSB) TECH-17," dated
January 30, 1998.

The Project Hanford Management Contract (PHMC) was intended to bring to Hanford a "best in
class" management team from companies capable and experienced in types of work required by
the Hanford cleanup. Fluor Daniel and Duke Energy have well earned reputations for outstanding
project management and nuclear design, construction, and operation. However, the commitments
made to DOE by FDH and DESH have not been realized on the Hanford SNFP. These
commitments included issuing top quality authorization basis documents, reducing SNFP costs
15% over five years, and acceleration of portions of the project. Instead, poor quality
authorization documents are still being submitted, work continues to slip compared to baseline
schedules, and costs are expanding beyond budgeted levels. Not only is mitigation of an urgent
risk to the Columbia River not being realized, but also other Hanford cleanup work is having to
be deferred to cover cost increases for the SNFP.

RL recognizes that FDH and DESH have been taking action to improve, and improvements are
occurring. However, progress to correct project management and technical performance
problems are not sufficient to meet expectations for the SNFP. The problems affecting
performance are not new; innovation and strong leadership will be required to identify root
causes, correct them, and to achieve project goals and objectives. Attached is a recent assessment
of FDH and DESH performance; in particular.RL has assessed theadequacy of actions taken as a
result of previous assessments reported in References (1) and (2). The following major concerns
are identified as a result of this assessment:



Mr. H. J. Hatch -2- . MAR 2 2 1998.
98-AMW-006

" A systematic root cause analysis of the causes of problems to date has not been performed.
While a review of problems.has occurred, FDH and DESH have not listed problems, tied root
causes to them, and demonstrated that corrective actions taken do address the root causes.
Rather, plans for action are provided which cannot be tied tfo cause.

. It is apparent that lack of teamwork between FDH and DESH is interfering with technical
integration and effective prosecution of SNFP work.

. Critical path work continues to slip beyond baseline schedule and other work is also being
delayed compared to schedule. This is seriously jeopardizing the start and completion of fuel
retrieval.

. The magnitude of the task at hand appears to be continually underestimated by contractor
management. Sufficient numbers of properly qualified and experienced management,
engineering, and operations personnel are not being applied to the work; this is one cause of
continued poor performance.

" Project management skills are still in their infancy on the project. Complete identification of
required behaviors and demonstrated reinforcement of them is lacking.

. Some actions to simplify equipment and designs has been taken, however, FDH and DESH
have yet to update the "Witness Model" and have yet to clearly establish the reliability and
effectiveness of the fuel retrieval equipment and facilities.

" Technical leadership remains weak and technical issue closure continues to be delayed,
jeopardizing the success of the project. DESH has transferred a strong technical manager
experienced on the project safety basis.

. The primary causes for poor project performance, identified in Refere nce (1), all remain
current problems with negative impact on the project. Sufficiently strong corrective action
has not been taken.

* Senior management involvement in quality assurance (QA) is weak; this must be aggressively
addressed for the project to succeed.

. The project should be perceived as having a strong sense of urgency, but it does not. Delays
occur, commitments are missed, but accountability does not appear to drive the management
response.

. Lack of contractor accountability for cost and schedule adherence is continuing to create
unacceptable delays to the project. Cost overruns exceed available contingency. There is
insufficient contractor action to find savings within the SNFP.

. Management assessment programs are not effective, and senior management attention is being
diverted from the work at hand to less important matters
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It is imperative that FDH and DESH demonstrate effective teamwork in the near term to
substantially improve performance of the SNFP. FDH is requested to take the following actions
with regard to this letter and attached assessment:

1. RL must commence final negotiations with the U.S. Environmental Protection Agency and the
State of Washington, Department of Ecology by April 15, 1998, to establish enforceable
Hanford Federal Facility Agreement and Consent Order (Tri-Party Agreement) milestone
commitment dates for the SNFP. It is RL's intention that the Tri-Party Agreement (TPA)
commitment dates will be based on an RL approved FDH baseline change to the currently
approved SNFP baseline (approved by RL on December 15, 1997). This FDH baseline
change must reflect all currently identified variances and their final disposition as a priority; it
should first reflect the accelerated high-risk approach taken in the past for the SNFP and
should be documented as such. Then, FDH must modify this change to add sufficient
contingency to the baseline such that DOE and FDH can commit to enforceable SNFP
milestones. FDH must submit this information to RL in writing with schedule and total
project cost details by April 15, 1998; it is recognized that FDH may not be able to produce a
complete change request by this date, however, FDH must submit sufficient information to
convince RL that the dates and costs are achievable. FDH must also state that they will
commit to completing SNFP work to this schedule based on all known risks and problems
identified prior to April 15, 1998.

The new project schedule that will be proposed by DOE for the TPA milestones will also be
used to establish commitments to the Defense Nuclear Facilities Safety Board for '
Recommendation 94-1. The TPA change request to establish the SNFP milestones must be
submitted for public comment about May-June 1998. It is critical that FDH ensure that there
are no anticipated risks or variances that might jeopardize the schedule submitted on April 15,
1998. Changes in schedule, once TPA milestones are submitted for public comment, are
unacceptable. This means that the risk in the current baseline must be reduced such that there
is a high level of confidence that new schedules can be achieved.

FDH must establish the baseline changes assuming that DOE will be unable to obtain
additional funding for the project in FY 1998 from sources outside of the PHMC. FDH must
also understand that it is important that the start and completion of fuel transfer is critical,.as
is maintaining total project cost to the minimum required (but which will include prudent
contingency). Therefore, FY 1999 and beyond budget levels should be based on the urgent
need to complete the SNFP and FDH's knowledge of site budget priorities and likely site
funding levels.

FDH should submit to RL by April 15, 1998, a baseline change that will accomplish the
objectives identified.

2. RL requests that FDH assess the quality assurance problems to date on the SNFP and identify
any additional actions to ensure line management accountability for quality-performance.
FDH should specifically identify whether there is a need to make QA compliance assessments
of SNFP work to include design. procurement, and on-site work. It is critical that this
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includes an assessment of the Price Anderson Amendment Act program instituted for the SNFP.

3. FDH is requested to advise RL of actions being taken to add personnel to the project in
sufficient numbers with the right experience for the work. RL considers that FDH and DESH
should strongly consider using other PHMC teammates and other companies to provide skills
needed. Experience to date on the PHMC is that single companies do not have all the
required personnel assets to accomplish missions successfully, yet there has been a great
reluctance to change skill mixes and to secund employees from other companies with the'
proper skills. FDH should assess whether the current PHRMC organizational and fee sharing
structure are hampering effective execution of project work by discouraging use of other
company's assets.

4. FDH must demonstrate to RL that a systematic review of the causes of poor project
management performance has been performed. A listing of problems, their root causes, and
the applicable corrective actions must be identified. Failing this, it is unclear how FDH and
DESH can be sure that identical problems will not recur.

5. FDH and DESH have been relying on establishing plans to see that required project work is
complete. It has been difficult to anticipate problems; delays have occurred without ability for
mitigation by management and many problems get identified late when personnel fail to meet
expectations. Since good project management practices are still in their infancy, there must be
many tools used by project managers, and they must be reviewed frequently by senior
management to ensure requited lessons have been effective. FDH is requested to provide RL
with a listing of all the management tools (status reports/problem lists) used by engineering
and subproject managers to maintain control of their work. This should include methods used
to comply with RL Implementing Directive (RLID) ID 5000.1, Baseline Execution and
Management.

6. RLID 5000.1 'requires that FDH continually evaluate performance against baseline
requirements and that estimated costs at completion be submitted. It also requires that FDH
report on recovery plans for large variances against baseline. FDH should provide RL with an
assessment of its compliance to date with the requirements of RLID 5000.1 and of actions
that will be taken to correct deficiencies. RL is particularly concerned that variances are
reported late and that recovery plans are not issued promptly.

7. Update the Witness Model promptly and keep it up-to-date through fuel retrieval operations.
In order to ensure commitment to the fuel retrieval portion of the SNFP, RL requires that
FDH and DESH certify to RL their satisfaction with authorization basis, designs and
operational flexibility and reliability afforded by the planned equipment and facilities. This
certification will substantiate FDH and DESH schedule estimates for fuel retrieval. This
means that all risks attendant with operation of equipment and facilities, as designed and
documented, must be identified now. It will be unsatisfactory, after fuel retrieval start, to
assign blame to poor designs, inadequate or inflexible safety bases, or poor procedure
development. RL expects fuel retrieval to start as soon as possible but more important to
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8. Review all aspects of the attached assessment and report on corrective actions FDH and
DESH will take to improve SNFP performance; FDH must specifically address each problem
identified. Unless otherwise requested above, FDH should make a first report on actions
taken by May 15, 1998 and update the status of actions not completed, or continuing actions,
bimonthly thereafter.

If any direction is provided by a Contracting Officer's Representative (COR) which your company
believes exceeds the COR's -authority, you are to immediately notify the Contracting Officer and
request clarification prior to complying with the direction

If have any questions about this correspondence, please contact me or Elizabeth D. Sellers, Spent
Nuclear Fuels Project Division Director, at (509) 376-7465.

Sincerely,

C. A. Hansen, Assistant Manager
AMW:CAH for Waste Management

Attachment

cc w/attach:
M. K. Yates, FDH
E. S. McGinley, FDH
N. H. Williams, FDH
T. L. McConnell, DESH
W. M. Funderburke, DESH
C. Aycock, DESH
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ASSESSMENT OF FDH AND DESH ACTIONS TO IMPROVE SPENT
NUCLEAR FUEL PROJECT (SNFP)

This assessment is based on continuous interaction of the RL staff with SNFP contractor
personnel, a review of project correspondence since inception of the PH1MC, and observations of
work activities of SNFP facilities. It is also based on the detailed senior management
interactions that have occurred weekly on the project since September 1997.

RL recognizes that both Fluor Daniel and Duke Energy executives and their subordinates have
continued to follow the progress of work on the SNFP and that continuous assessment and
improvements are being addressed by them. The purpose of this assessment is to measure
project results and to highlight the problems that must be corrected to achieve project success.

I. TEAMWORK

Lack of continuity in leadership frequently leads to poor long-term performance. Change and re-
organization require significant transition periods to settle down the work force and establish
proficiency in the work at hand. RL is concerned that P1MC teamwork on the SNFP is
obviously strained and that the future of the PHMC team appears uncertain. Any significant
changes in the makeup of the team could result in major disruptions to the SNFP as new
management transitions and the work force adjusts. DOE has a significant investment in the
current PH1MC which has been on site for 18 months; it is important to RL that the learning
gained to this point now start to demonstrate results.

It is also apparent to RL that FDH and DESH must be willing to accept help from other
companies if the SNFP is to succeed. RL can identify no one company that has or can produce
all the right talent with the right experience for this work. Past actions to close ranks and reject
outside help must change if success is to be achieved.

FDH has been moving in the direction of interfacing more and more with RL on SNFP technical
issues. While this is a proper contract relationship, RL is concerned that technical integration
and poor communication are occurring because the three parties involved in the SNFP are not
talking about technical matters often enough. It is unlikely that the safety basis and Safety
Analysis Report (SAR) documents can be approved expeditiously unless .open communications
among all parties are fully established. RL considers that FDH should adjust its management of
DESH accordingly.

11. LACK Of SUBSTANTIVE IMPROVEMENT IN PERFORMANCE

The purpose of the PHMC was to bring to Hanford companies experienced in the types of work
to be performed here along with management teams who could make significant improvement in
Hanford performance. It is clear to RL that PHMC managers continue to underestimate the
magnitude of the task at hand. The SNFP for example has always maintained an aggressive
schedule due to the urgent nature of the work. The schedules have, therefore, assumed that
performance improvement would occur. Difficulties meeting SNFP expectations must be
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attributed to insufficient management attention to the many details that need improvement.
While the intentions of the management team are not questioned, it is clear to RL that some do
not have the right experience to take on the specific challenges posed by the SNFP. The
following is pertinent:

a. There are the usual complaints that managers must spend their times in meetings instead of
managing the work. Simply put, this problem must be solved by ensuring sufficient numbers
of qualified and experienced personnel to handle all the work including dealing with
customers, regulators and stakeholders. It is also incumbent on senior management to
change behaviors that are unproductive and to see that progress is achieved despite other less
important commitments.

b. Personnel with not only the correct qualifications but also the correct experience must be
applied to the work. Constraints on using the best people to get work done must be
eliminated if SNFP goals are to be met. Again, the PIMC was awarded on the basis that
commercial and "best in class" methods would be brought to bear on the Hanford work.
Without those technical and project management skills being applied, improvements will not
occur. RL has continued to observe that commercial nuclear standards have not yet been
achieved by the PHMC. The exact nature of the work must be assessed to take effective
action on this problem. The main thrust of the fuel retrieval project is design and delivery of
equipment, checkout, and efficient fuel transfer operations; it is critical that experience in
those areas be involved in preparations of the SNFP facilities for fuel retrieval.

c. It is critical that PHMC contractors establish the standards of performance for their personnel.
In particular, the requirements and standards established for the SNFP are clear and close to
commercial nuclear standards. However, RL continues to see contractor personnel trying to
guess what DOE may want rather than working to standards established by contractor .
management. Success will only come when contractor management sets the right standards
and enforces them to achieve first time quality. Contractor management must be prepared to
defend their work as technically competent to customers and regulators.

II. NEED FOR A CREDIBLE COST AND SCHEDULE BASELINE

FDH and DESH have been unable to provide RL with an accurate cost and schedule baseline.
RL made development of a credible cost and schedule baseline for the SNFP a priority,
incentivizing FDH to provide one at the beginning of the PHMC contract. While FDH provided
a new baseline in December 1996, which was an improvement over previous versions, large
variances against cost and schedule developed within months of its issue. A second baseline was
developed by FDH commencing in May 1997; it was not submitted to RL until early
December 1997 and was approved on December 15, 1997. Despite 15 months of effort to
establish a credible schedule and cost for the SNIP, FDH has now identified major deviations
against this latest baseline.

Lack of a credible baseline for the SNFP is unacceptable to RL. Because the SNFP does not
have one, RL is at high risk of regulatory enforcement action; in addition, this has created the
need for oversight inspections by DOE Headquarters and Congressional investigators. Without
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strong contractor leadership and control of the work, the SNFP cannot re-establish required
credibility with customers, regulators, and stakeholders. Other impacts are delayed elimination
of the urgent risk posed by the spent fuel near the Columbia River, and the deferral of other
important Hanford cleanup work. While all delays to the project have not been caused by
PHMC team actions, there has been a 19 month delay to date. Any additional delays due to
PHMC actions or omissions will continue to exacerbate the perception that the P1MC is
ineffective in carrying out the SNFP work.

IV. NEED TO IMPROVE THE TECHNICAL DIRECTION AND LEADERSHIP OF
THE SNFP

Poor technical direction and leadership has continued to be a problem on this project. RL is
concerned with the recent departure of an experienced senior engineer who was directing the
safety basis development for the project. Although new engineering management peisonnel
have been added to the FDH and DESH staffs, the loss of this individual creates a serious
discontinuity in closing technical issues while new personnel get up to speed. In Reference (1),
RL expressed concern with delays in establishing a technically sound and well-documented
safety and design basis for the project, and that senior managers develop a thorough
understanding of the details of the project. FDH and DESH must determine if sufficient numbers
of experienced engineering personnel are assigned to establish firm control of the technical basis
of this project; in addition, it will be critical that sufficient numbers of engineering management
personnel remain with the project throughout its duration to ensure consistent interpretation of
the safety basis. Failure to do so continues to jeopardize schedule, cost, and the technical
credibility of the safety basis.

RL considers that these important matters are not getting proper attention. Delays in the closure
of technical issues, in a timely manner, remain a critical issue for the project. The SNFP
Independent Review Panel has made this comment for over 18 months. DOE and its regulators
have all encouraged FDH and DESH to aggressively pursue their recommendation to establish a
safety basis which provides for dry storage of spent fuel in strong sealed containers; however,
FDH and DESH have yet to complete the required documentation in a timely fashion.

Similarly, RL continues to be concerned with the poor technical quality of the SARs and other
project technical documentation. Without the right management personnel with the proper
.experience, technical documentation quality issues will continue, with negative impacts on the
project. Late completion of the design report for the Cold Vacuum Drying Facility (CVDF) and
disapproval by RL of the CVDF SAR are the most recent serious problems. Lack of safety
analysis and procurement documentation is impacting the critical path for the SNFP.

V. LACK OF URGENCY ON THE PROJECT

RL continues to conclude that all project personnel do not understand the urgent nature of the
risk posed by the spent fuel stored on the Columbia River or the adverse impact to PHMC and
Hanford credibility caused by cost over runs and delays. While FDH and DESH actions are
highlighting adherence to schedule and cost baseline, the overall lack of accountability to ensure
project success is still apparent. Progress on project work continues to fall behind schedule,
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many commitments for issue of design and SARs continue to be missed, and many contractor
work status meetings observed by RL lack demonstrations of accountability and a sense that it is
important to get on with work. Accountability does not appear to be driving management
response to work planning or problem resolution on the project.

Recently, damage occurred to the K-West Basin crane auxiliary hoist; it has taken two months to
identify the cause as a personnel error, documented corrective actions will not be available for
another week, and work on the crane has been held up. FDH and DESH should be treating work
in the K Basins with utmost urgency, as it will during fuel retrieval when work stoppages may
delay the entire project at a cost of $10 million per month.

While weekly senior management attention is being addressed to schedule adherence, there is
more work closer to critical path than six months ago and the critical path is now being reported
as late due to lack of safety analysis and procurement documentation. Completion of the
Canister Storage Building is also now on critical path due to delays in completing subcontracted
work on the Multi-Canister Overpack (MCO) Handling Machine (MHM).

VI NEED FOR SIMPLE AND RELIABILITY EQUIPMENT AND FACILITIES

RL is concerned about the reliability of fuel retrieval operations. RL does not yet see the
requisite degree of accountability demonstrated by operations management which will ensure a
timely fuel retrieval operation. Operations must "own" the details of safety basis and equipment
designs such that Operations is fully committed and capable of delivering on baseline schedules
for fuel retrieval. Operations cannot, after start of fuel retrieval, point to design or procedure
problems as an excuse for not getting work accomplished. Operations must have detailed
planning in place that addresses contingencies. RL has not observed this approach demonstrated
by Operations management to date.

For example, RL was concerned to find out recently that senior contractor managers are not sure
where radiological repair of systems installed in the K Basins will take place. Without careful
planning for maintenance of every system and piece of equipment placed in the K Basins pool,
there is likely to be major delays to the project at unacceptable cost. RL has also observed that
longstanding engineering issues in the K Basins have yet to be corrected despite commitments to
do so. This includes continuing deficiencies in configuration management of electrical
components and ineffective engineering support for Unresolved Safety Question (USQ) actions
and troubleshooting of simple equipment.

RL is pleased to see FDH take actions within the past few weeks to accomplish the long overdue
update the "Witness Model" which models fuel retrieval operations. However, RL remains
concerned that this model has not been amajor tool for planning operations and for establishing
accurate cost and schedule baselines. Without a meaningful model of what is likely to occur
during fuel retrieval it is not possible to plan effectively for success. It is crucial that this model
be established as accurate and maintained throughout the fuel retrieval operations.
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Vi. LACK OF ACCOUNTABILITY

The lack of accountability at all levels of the project.for baseline cost and schedule adherence
and setting and enforcing contractor technical performance standards remains a serious problem.
Recent implementation of baseline change control at the subproject level in December 1997 has
created a huge list of deviation notices identifying potential variances against the baseline. The
magnitude of these variances demonstrates the lack of accountability that existed until recently;
it would be premature to assume that this problem can be changed instantaneously. In addition,
RL is particularly concerned with the attitude of many on the PHMC team that DOE should or
will come up with additional budget to cover their cost over runs. Federal and DOE budgets
have been and will remain tight; there simply is "no more money". If the SNFP is not a good
steward of the budget allocated then there will be delays and serious repercussions.

In addition to observing personnel hope for more money to resolve SNFP problems, RL notes a
serious reluctance to find savings within the SNFP itself. This is unacceptable and destroys the
project's credibility within the PHMC, the Hanford Site, and within the DOE complex. No
focused effort has been established by FDH or DESH to identify ways to cut costs and provide
needed budget flexibility for the project. FDH has been recommending additional
characterization testing without careful management review of the data and analyses upon which
the recommendations are based. For example, recent uranium reaction rate data was the basis for-
additional testing. RL review of the data found that the report of the data conflicted such that the
conclusion reached was not necessarily valid. RL concludes that management review of
technical data is weak and cursory; this discrepancy should have been detected prior to
recommending testing.' In addition, RL notes that project personnel are spending significant
effort to propose additional fuel and sludge characterization work which is not justified; there has
been no serious questioning of the need for this work which may get accomplished since .
authorized budgets are. not yet used up. FDH and DESH should be continually questioning the
need for all ongoing work, not just recommending options for consideration by RL as stated
recently as justification for aluminum hydroxide testing. In particular, RL has observed new
safety, engineering, and laboratoiy analyses which get performed without apparent management
review of the need to proceed, especially when they are covered by "already authorized scope."

The latest SNFP baseline change included about $78 million for K Basins sludge pretreatment
and disposal. Despite the significant impact of this item, FDH and DESH have yet to address
serious management talent to identifying less expensive and shorter ways to accomplish this
work. RL is concerned that significant assets will be frittered away prior to accomplishing
substantive action.

VIIL SETTING CONTRACTOR STANDARDS FOR PERFORMANCE

There appears to be a poor understanding on the part of contractor management and engineering
personnel as to what constitutes acceptable technical standards for nuclear safety and design
work on this project. Requirements established for this project are "NRC equivalent," with some
additional DOE requirements; they were established and continue to be established jointly for the
SNFP. RL personnel are experienced in nuclear commercial, naval nuclear, and DOE standards
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and use this experience as the basis for evaluation of contractor deliverables. DOE has no
unique knowledge that provides an advantage in understanding requirements for the project.

However, RL concludes that the documents sent to RL for approval lack the quality associated
with commercial nuclear standards of performance. Of specific concern is the lack of thorough
independent review at the lowest level to drive in quality, lack of technical integration among
safety analysis, design and operational requirements, and the lack of significant management
review of final products. Only strong contractor technical management who clearly define
technical performance standards for contractor engineering personnel can obtain the requisite
results in a timely way. While customer reviews of contractor progress throughout a piece of
work will be beneficial, they cannot substitute for self-imposed quality requirements. RL is
concerned that contractor management continues to focus on getting aligned with RL
expectations rather than setting the proper expectations for their personnel.

RL also concludes that there is a gross misunderstanding of the "fast track" nature of the SNFP
by project personnel. There are many instances observed where requirements are not followed
or where proper review of important work does not occur; it appears that in many cases this is
done in order to get on with the urgent fast track work. Fast tracking does not mean performing
marginal or unsatisfactory work. It is crucial that all project personnel understand that while
design, construction and testing all go on in parallel, it is critical that no work proceed beyond
the point where delays and rework will result. Management should be involved in detail in all
decisions on a fast track project to ensure decisions are not made incorrectly.

IX. QUALITY ASSURANCE (QA)

Proper QA remains a major concern for DOE on this project. FDH has self-identified on
numerous occasions that line management accountability for QA is weak on site and on this
project. RL has identified numerous QA concerns over the past two years, including the late
implementation of contract QA requirements. Problems continue to occur which identify that
line mange is not ensuring implementation of QA principles and procedures in SNFP work. The
quality, cost, and on-time delivery of SNFP equipment and facilities is being jeopardized by QA
Program violations and poor practices that must be corrected to accomplish this program in a
safe and timely fashion. Some current problems include the loss of configuration control on the
first article procurement for the CVDF vacuum drying system and establishing an approved.QA
Program for NUMATEC now that they have been assigned as implementation manager for the
CVDF.

X. LACK OF ROOT CAUSE IDENTIFICATION

While RL recognizes that DESH made a large effort to evaluate problems in SNFP execution
following receipt of the Reference (1) and (2) assessments by RL and the Defense Nuclear
Facilities Safety Board (DNFSB), RL does not consider that FDH and DESH have properly
identified and resolved root causes of poor technical and project management. FDH (see
Reference [31) has reported a corrective action plan to improve performance but has not defined
in a systematic way the root causes of the problems. It is difficult to understand how some
actions to reorganize address causes of problems; for example, it is not clear how the
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implementation manager concept will result in improvement when it adds additional
documentation and may make technical integration of the project more difficult. The technical
integration manager concept also requires that additional attention be paid to flowdown of.
technical and safety requirements which will require significant oversight actions by DESH. RL
has not observed that DESH has added staff to accomplish this. RL is concerned that the
implementation manager concept will add to the cost of SNFP work and jeopardize its correct
execution.

FDH has stated that the implementation manager concept is aimed at instilling accountability
into the work, yet it is not clear from reports made by FDH or DESH how this addresses root
causes of project performance deficiencies.

Recently, RL disapproved the latest submittal of the SAR for the CVDF. RL evaluation of that
submittal showed that the safety analysis was based on overly conservative assumptions (a
repetitious problem), that the safety analysis and CVDF equipment designs were not fully
consistent, and that operational concerns were not fully addressed. In particular, RL was
concerned that FDH should not be released for final procurement of the facility and equipment
until there was a clear understanding of the risks attendant to the inconsistencies in design and
safety analysis. RL found that despite management actions to improve performance on SAR
development, there was insufficient management attention paid to review and approval of this
SAR. Given the critical nature of this work and the fact that the management team had been
recently changed for the third time, RL would have expected significant management review of
the CVDF SAR submittal.

It is apparent to RL that a root cause of many of the problems on this project might be evident in
this latest problem. There appears to be a rush to meet commitment dates without accountability
to ensure that quality standards for work are achieved through timely actions at the start of
engineering and production activities. It is always difficult to inspect in quality to a product.
Approval of the CVDF SAR as submitted could have resulted in decisions to proceed with
equipment procurement before all design issues were settled. This could result in the potential
for large change orders with fabricators and, therefore, cost over runs and schedule adherence
problems. RL considers the poor quality of technical work and management failure to achieve
high-quality products to be a root cause of many of the problems encountered to date on the
project.

XL POOR CRITICAL PATH PROJECT MANAGEMENT

RL is distressed with the continuing lack of strong project management for the project critical
path (the CVDF, its equipment and process). This work has remained on the critical path since
October 1, 1996, and FDH and DESH have recently changed the management leadership and
approach to this subproject for the third time. It is time to ensure that the right people with the
right experience are managing this work; FDH should confirm this to RL. Further delays on this
work are unacceptable.
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XII. NEED TO IMPROVE CORRECTIVE ACTION MANAGEMENT
PERFORMANCE

There are many systems and lists for the SNFP which define problems and open items requiring
action. DESH instituted a Problem Investigation Program (PIP), a commercial nuclear practice,
for their work; project personnel have used it rather widely. However, RL is concerned that
senior project management is not continually prioritizing open issues and problems and seeing
that they are resolved. Neither the PIP program, FDH deficiency tracking system, nor the former
corrective action tracking systems are being used effectively to ensure timely action on
problems. RL notes that recent significant problems identified by government inspectors had in
fact already been identified by contractor personnel and documented, however, corrective actions
were not promptly initiated. Some important safety issues have been assigned due dates far into
the future. In a recent case a DESH employee filed an employee concern with DOE since his
PIP concern went unresolved and was assigned a resolution date in October 1998.

Several open item listings are used to follow open engineering issues, but resolution of important
issues continues to get deferred for no apparent reason. For example, FDH is still establishing a
plan for dry storage of the single pass reactor (SPR) aluminum clad fuel currently in the
K Basins. While it is expected that the SPR fuel can be handled in the same way as N Reactor
fuel, this has yet to be confirmed. Project experience is that preliminary engineering assessments
can be incorrect and cause delays. There is no apparent reason for this safety basis issue not to
be resolved promptly.

FDH and DESH should have a-comprehensive methodical way of providing management
assessment of reported problems and follow-up corrective actions. These problem listings must
be fully understood, evaluated for action in a timely fashion, and scheduled for action prior to the
appropriate SNFP activity. Failure to manage this well represents a breakdown in management
of the SNFP.

RL has identified to FDH in the past six months several concerns about its management of the
Price Anderson Amendments Act (PAAA) corrective action follow-up. Not even these priority
items have been getting the right attention.

XIIL IMPLEMENTATION OF INTEGRATED SAFETY MANAGEMENT (ISMS)

RL is concerned about timely implementation of the PHMC ISMS for the K Basins and for the
entire SNFP. The recent DOE evaluation of K Basins implementation of ISMS at the gap
analysis phase of ISMS implementation showed that there is a large number of gaps in the
system decryption which need to be filled. In addition it is apparent that while some DESH and
FDH line staff managers are intimately familiar with ISMS core functions and guiding
principles, it is not clear at all that line managers have embraced this philosophy. Significant
additional line management attention by FDH and DESH to ISMS implementation will be
required before performance agreements for Phase 2 implementation can be achieved.

In addition, recent changes by FDH to remove scope from DESH and to integrate the use of the
Canister Storage Building (CSB) among SNFP and TWRS programs needs to be examined in
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light of proper implementation of ISMS for the entire project. DESH has just consolidated SAR
preparation under a new engineering manager position that RL applauds as a sound move for
effective integrated safety management for the SNFP. However, at the same time FDH has
established a SAR group and given it budget authority for DESH SAR preparation. This setup
needs to be carefully reviewed against PHMC ISMS plan and core function and guiding
principles.

Lack of teamwork in the PHMC has been a serious problem for the majority of this contract. RL
is encouraged by recent efforts to set this straight. In particular, RL is concerned about FDH
actions to separate out work from the DESH project scope and to take over control of budget.
This could adversely impact on implementation of the PHMC and project ISMS. It is crucial
that technical and safety accountability be clear on the project. Where there is confusion this
must be cleared up quickly to permit ISMS implementation to proceed. At this time, there is
confusion among project personnel in the areas of sludge and safety analysis reporting.

Incidents at the K Basins point to the need for additional action to implement ISMS. The CVDF
SAR was submitted for RL approval after having deleted the majority of the section on CVDF
facilities currently under construction. The deleted material constituted a part of the approved
authorization basis for this facility. This action demonstrates a poor understanding of
authorization basis management. Similarly, RL has pointed out the slow response to safety
hazards at the K Basins. Although the DNFSB pointed out a battery ventilation system
malfunction in December 1997, DESH did use the feed6ack to promptly re-examine the hazards
and question the adequacy of standards and requirements and existing controls. Actions
regarding the USQ for the basins drain valves have all been tardy and engineering actions have
been of poor quality.

XIV. PROJECT MANAGEMENT TOOLS TO MONITOR PERFORMANCE

RL remains concerned that FDH and DESH are using insufficient project tools to monitor the
performance of the project and to ensure that surprises do not occur. For example, until just
recently DESH management had been insisting that evaluation of subcontractor change orders
for the CSB was well under control and that project claims at the end of the project would be
small. Recent investigations show that the number of change orders for the CSB and MHM is
very large, involves a significant amount of cost and that most are yet to be finally negotiated.
While project managers state that they consider the extent of liability known, performance of
project managers does not substantiate confidence in these predictions. Outstanding change
actions should be fully negotiated as soon as possible in order to maintain sound budget control;
until this is done management should follow these matters closely to expedite them. This area
has received too little management attention.

RL is also concerned that it has been apparent practice to direct changes to subcontractors rather
than try to negotiate a price in advance of directed action. This was done for a recent change in
safety requirements for the CSB subcontractor; RL has questioned the need for this change in
direction as no law or customer requirement precipitated the change but rather a subcontractor
idea prompted the action.
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XV. IMPLEMENTATION OF CHANGE CONTROL

RL considers that FDH and DESH should be more busiiess like in pressing for change control
on the project. There remains an attitude of lower level personnel that they are in the business of
answering customer questions rather than setting a standard for work performance, establishing a
cost and schedule estimate and then executing it for contractor management. Without serious
change control instituted at all levels of the organization it will be impossible to get results in
procedure complianceconfiguration management or cost control. Contractor employees must
work for contractor managers and know that it is acceptable to behave this way.

XVI. OPERATIONS MATTERS REQUIRE SIGNIFICANT REVIEW

Since October 1997, RL has been asking for detailed information on how operations will be
executed in the SNFP facilities used for fuel retrieval and dry storage. Detailed plans have not
been provided to demonstrate that key decisions have been made in a timely fashion. With
regard to historical performance of K Basins operations personnel it is clear that success in
normally high when simple manual equipment is used in a repetitious fashion. Complex
equipment has been hard to keep running to achieve reasonable production rates. In addition,
there has been a shortage of experienced supervisory operations and testing personnel. Despite
this DESH has been planning on operating all facilities on a three shift per day, seven day per
week basis. Five operating crews for each facility have been envisioned. RL has repeatedly
expressed concern that insufficient qualified personnel can be made available for such a manning
plan Experience in other nuclear fuel transfer operations would also suggest that fewer crews
and a reduced workweek would result in more reliable personnel performance: FDH and DESH
must address these basic issues with experienced decision makers who can commit to planned
results; if this is not done soon, it will be hard to avoid major costly delays in Operation
Readiness Review (ORR) preparation or fuel retrieval operations

XVIL NEED FOR INCREASED ATTENTION TO NUCLEAR COMPONENT
MANUFACTURING IN THE HANFORD SITE FABRICATION SHOP

Weekly review of nuclear component manufacturing in the Site Fabrication Shop (SFS) has
continued to identify issues of non-compliance with quality assurance requirements. This is not
unusual given the new procedures must be assimilated into this operation. However, it is of.
concern that management response to many problems have been defensive rather than proactive
to ensure first time quality.

This work will continue to require significant management attention if work is to be delivered on
time, to the proper standards and at a reasonable cost. RL is concerned that an experienced
Babcock & Wilcox nuclear component manufacturing representative has been on site for several
weeks but has not been providing feedback to the SFS regarding lessons learned; only DESH has
obtained this feedback and it is not all being provided to the SFS operated by DYNCORP.
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XVIL MANAGEMENT PERFORMANCE

A review of all of the problems on the project clearly points to significant failures of
management to address basic requirements of nuclear work. Problems have been well identified
over the past three years in project correspondence, yet effective corrective actions are not
implemented. The FDH and DESH management assessment programs are weak and are not
followed; this is a self-identified problem but the need for corrective action is not demonstrated
by contractor management. DOE, Nuclear Regulatory Commission (NRC), and Congress are
giving serious consideration to implementing NRC oversight of DOE nuclear work in the future.
FDH and DESH should consider NRC licensing requirements as they perform the work on this
project and prepare for an ORR. Clearly management failure to take action on identified
problems is a significant issue which must be addressed now.
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SUBJECT: DOE, RICHLAND OPERATIONS OFFICE RESPONSE TO DEFENSE NUCLEAR FACILITIES
BOARD (DNFSB) TECH-17 REPORT

TO: James M. Owendoff, Acting Assistant Secretary
for Environmental Management, EM-1, HQ

References: (1) RL letter 98-AMW-006 from C. A. Hansen to H. J. Hatch,
FDH, "Assessment of FDH Spent Nuclear Fuel Project
(SNFP) Performance," dated March 22,.~1998.--- --

(2) DNFSB letter from John T. Conway to Alvin L. Alm, EM-1,
"DNFSB Tech-17," dated November 18, 1997.

The purpose of this letter is to provide the DOE response to Reference (2).
RL has conducted a detailed review of the problems encountered by the
Hanford Spent Nuclear Fuel Project (SNFP) and a copy of our latest.
assessment requesting contractor action is.attached (Reference 1). In
addition to the major assessment of contractor performance, RL has
conducted a self-assessment .to identify actions that will improve project
performance. The following actions have been taken:

I. EVALUATION OF TECHNICAL PERSONNEL ASSIGNED TO SNFP

A review was made of the technical capabilities of RL personnel assigned to
the SNFP. Prior to this review, RL had three excepted service employees
with outstanding nuclear experience assigned to the project covering
radiological controls, safety analysis, nuclear physics and engineering,
quality assurance (QA), startup testing and operations. In addition, the
SNFP has had two facility representatives assigned to the project; both
have nuclear shipyard test engineer experience. Subsequent to this review,
RL has taken action to assign an additional excepted service employee to
provide leadership for-safety analysis work on the project and-has assigned
two additional facility representatives. One more facilityrepresentative
will be assigned to the project3 bringing the total to five; the job
announcement for this position has closed. Three of the four currently
assigned facility representatives have significant experience (three years)
on the. SNFP in engineering roles. RL has also added a support contractor
QA inspector to monitor nuclear component manufacturing on site full time;

There has been some attrition of project engineers on the SNFP over the
past year. RL is replacing those positions as required to support the
design and construction phase of the projebct. One project engineer for QA
will be obtained to focus on this area for the remainder of the project.
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II. MANAGEMENT ATTENTION

Starting in September 1997, the Assistant Manager for Waste Management
chaired the SNFP weekly senior management meeting in order to focus issues
and to elevate them for executive management attention. His actions have
contihually pressed for contractor improvements in project management and
technical performance. In addition, I have been kept fully advised of
progress or lack thereof and have continually engaged senior Fluor Daniel,
Fluor Daniel Hanford, and Duke Engineering and Services executive
management on the issues holding up progress. This has resulted in
continuing senior level attention from both Fluor Daniel and Duke Energy to
find ways to achieve success on the SNFP.

While RL considers that it has contracted with two capable companies for
the SNFP, they have not yet provided the right people with the right
experience- in sufficient quantities to achieve committed results. RL
intends to hold thesecompanies accountable to improve performance; it is
critical to build on the knowledge gained by these contractors over the
last 18 months rather than to lose it with a contractor transition. Fluor
Daniel and Duke Energy executives have stated their commitment to.me that
they will correct the causes of project delays and will ensure a successful
completion of the SNFP. RL will monitor performance closely, assess
progress objectively, and continue to take action at the highest levels to
gain requisite improvement.

For the foreseeable future, I have also directed the Assistant Manager for
Waste Management to spend the majority of his time on the SNFP; his duties
for the Hanford Site waste treatment, storage, and disposal program will be.
handled by his deputy in the meantime. This will permit RL to maintain a
careful focus on progress and problems so that they get the proper level of
attention.

III. MANAGEMENT ASSESSMENT PROGRAMS

The Assistant Manager for Waste Management has fully aligned office
responsibilities in accordance with the core functions of the Project

- Hanford Management Contract Integrated Safety Management System plan core
functions. Program managers are assigned the lead for mission definitioi,
hazards identification and analysis, and establishment of standards and
requirements and controls for work. Facility representatives are assigned
the lead for conduct of work and operations and feedback systems. Both
parts of the. organization will keep the other fully informed through
concurrence in the others actions. Accountability for obtaining improved
conti-actor performance is being emphasized. Facility representatives have
been meeting face to face with senior contractor management on a monthly
basis since mid-1997 to ensure there is a clear understanding of
performance expectations. Additional program managers meet monthly with
contractor counterparts to.review project status and performance issues in
detail.
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RL has also issued its management assessment program for Operational
Readiness Review preparations and this is being executed by the SNFP staff
and with assistance from other RL experts. Coupled with the strong
facility representative team now assigned to the project and the senior
engineering talent available, RL considers that it will have an effective
assessment program to certify readiness to commence fuel retrieval.

IV. PROJECT MANAGEMENT IMPROVEMENTS

The assessment of contractor performance attached represents a summary of
hundreds of actions taken by RL SNFP personnel to identify continuing
performance issues. RL has reviewed all correspondence since the inception
of the project to identify trends and open issues requiring attention. RL
is maintaining a strong involvement in highlighting problems with regard to
closing technical issues, safety analysis report improvement, management of
corrective action sy-stem problems, QA, cost estimating, subcontract
management, and -productivity. Formal reviews of cost estimating and
baseline change control practices by the contractor will be conducted in
the next quarter by RL.

V. CHANGE CONTROL AND CONTRACTOR INTERFACE

There has been a continuing concern at Hanford that government interference
with contractor work can cause problems. While both contractor and RL
assessments of PHMC performance indicate the relationships on the SNFP are
satisfactory, on a weekly basis the RL SNFP management team is emphasizing
the importance of formal and controlled dealings with the contractor on
performance issues. It has been emphasized that the only requests for
contractor action will be by official correspondence and that use of oral
direction and electronic mail is unacceptable. RL management's monitoring
of SNFP correspondence and informal communications confirms that RL actions
remain positive and proper. Additional emphasis has been placed on RL to
find answers to its own questions internally through assigned expert help
rather than asking the contractor to answer questions for RL. This has the
benefit of improving the knowledge level of SNFP personnel in the basic
requirements for the work.

While the SNFP has encountered some serious project management performance
problems over the past year, it is important to recognize that the PHMC
contract has created an opportunity to more closely examine some of the
reasons for. legacy performance issues at Hanford and to address them with
strong and positive actions. RL is pleased that Fluor Daniel and Duke
Energy remain committed to problem identification and correction, and to
achieving Oirress despite problems to date. Accountable behavior by cur
contractors provides the best chance for accomplishing cleanup work at
Hanford in a timely and cost effective fashion.
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RL is maintaining weekly contact with the Defense Nuclear Facilities. Safety
Board (DNFSB) staff on SNFP progress and problems. In addition, the
Hanford Site DNFSB representative is being kept advised of all problems and
actions on a real time basis.

If you have any questions regarding this matter, please do not hesitate to
contact me at (509) 376-7395 or your staff may contact Charles A. Hansen,
Assistant Manager for Waste Management, at (509) 376-7434.

John D Wagon
Manager

Attachment

cc w/attach:
D. G. Huizenga, EM-60
R. S. Scott, EM-60
A. R. Griffith, EM-65
B. K. Nelson, EM-65
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P.O. Box 550
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98-AMW-006 MAR 2 2 1998.

Mr. H. J. Hatch, President
Fluor Daniel Hanford, Inc.
Richland, Washington 99352

Dear Mr. Hatch:

CONTRACT NO. - DE-AC06-96RL13200 - ASSESSMENT OF FDH SPENT NUCLEAR
FUEL PROJECT (SNFP) PERFORMANCE

References: 1. RL letter 97-AMW-016 from C. A. Hansen to H. I. Hatch, FDH, "Contract
No. DE-ACO6-96RL13200 - Spent Nuclear Fuel (SNF) Project Schedule,"
dated September 9, 1997.

2. RL letter 97-SFD-254 from E. D. Sellers to H. J. Hatch, FDH, "Defense
Nuclear Facilities Safety Board (DNFSB) Tech-17, Review of the Hanford
Spent.Nuclear Fuel Project (SNFP)," dated December 5, 1997.

3. FDH letter FDH-9761474 R4 from N. H. Williams to E. D. Sellers, RL,
"Response to Defense Nuclear Safety Board (DNFSB) TECH-17," dated
January 30, 1998.

The Project Hanford Management Contract (PHMC) was intended to bring to Hanford a "best in
class" management team from companies capable and experienced in types of work required by
the Hanford cleanup. Fluor Daniel and Duke Energy have well earned reputations for outstanding
project management and nuclear design, construction, and operation. However, the commitments
made to DOE by FDH and DESH have not been realized on the Hanford SNFP. These
commitments included issuing top quality authorization basis documents, reducing SNFP costs
15% over five years, and acceleration of portions of the project. Instead, poor quality
authorization documents are still being submitted, work continues to slip compared to baseline
schedules, and costs are expanding beyond budgeted levels. Not only is mitigation of an urgent
risk to the Columbia River not being realized, but also other Hanford cleanup work is having to
be deferred to cover cost increases for the SNFP.

RL recognizes that FDH and DESH have been taking action to improve, and improvements are
occurring. However, progress to correct project management and technical performance
problems are not sufficient to meet expectations for the SNFP. The problems affecting
performance are not new; innovation and strong leadership will be required to identify root
causes, correct Ithem, and to achieve project goals and objectives. Attached is a recent assessment
of FDH and DESH performance; in particular.RL has assessed the adequacy of actions taken as a
result of previous assessments reported in References (1) and (2). The following major concerns
are identified as a result of this assessment:
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" A systematic root cause analysis of the causes of problems to date has not been performed.
While a review of problems.has occurred, FDH and DESH have not listed problems, tied root
causes to them, and demonstrated that corrective actions taken do address the root causes.
Rather, plans for action are provided which cannot be tied to cause.

. It is apparent that lack of teamwork between FDH and DESH is interfering with technical
integration and effective prosecution of SNFP work.

* Critical path work continues to slip beyond baseline schedule and other work is also being
delayed compared to schedule. This is seriously jeopardizing the start and completion of fuel
retrieval.

* The magnitude of the task at hand appears to be continually underestimated by contractor
management. Sufficient numbers of properly qualified and experienced management,
engineering, and operations personnel are not being applied to the work; this is one cause of
continued poor performance.

" Project management skills are still in their infancy on the project. Complete identification of
required behaviors and demonstrated reinforcement of them is lacking.

* Some actions to simplify equipment and designs has been taken, however, FDH and DESH
have yet to update the "Witness Model" and have yet to clearly establish the reliability and
effectiveness of the fuel retrieval equipment and facilities.

* Technical leadership remains weak and technical issue closure continues to be delayed,
jeopardizing the success of the project. DESH has transferred a strong technical manager
experienced on the project safety basis.

. The primary causes for poor project performance, identified in Refere"nce (1), all remain
current problems with negative impact on the project. Sufficiently strong corrective action
has not been taken.

* Senior management involvement in quality assurance (QA) is weak; this must be aggressively
addressed for the project to succeed.

* The project should be perceived as having a strong sense of urgency, but it does not. Delays
occur, commitments are missed, but accountability does not appear to drive the management
response.

. Lack of contractor accountability for cost and schedule adherence is continuing to create
unacceptable delays to the project. Cost overruns exceed available. contingency. There is"
insufficient contractor action to find savings within the SNFP.

* Management assessment programs are not effective, and senior management attention is being
diverted from the work at hand to less important matters
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It is imperative that FDH and DESH demonstrate effective teamwork in the near term to
substantially improve performance of the SNFP. FDH is requested to take the following actions
with regard to this letter and attached assessment:

1. RL must commence final negotiations with the U.S. Environmental Protection Agency and the
State of Washington, Department of Ecology by April 15, 1998, to establish enforceable
Hanford Federal Facility Agreement and Consent Order (Tri-Party Agreement) milestone
commitment dates for the SNFP. It is RL's intention that-the Tri-Party Agreement (TPA)
commitment dates will be based on an RL approved FDH baseline change to the currently
approved SNFP baseline (approved by RL on December 15, 1997). This FDH baseline
change must reflect all currently identified variances and their final disposition as a priority; it
should first reflect the accelerated high-risk approach taken in the past for the SNFP and
should be documented as such. Then, FDH must modify this change to add sufficient
contingency to the baseline such that DOE and FDH can commit to enforceable SNFP
milestones. FDH must submit this information to RL in writing with schedule and total
project cost details by April 15, 1998; it is recognized that FDH may not be able to produce a
complete change request by this date, however, FDH must submit sufficient information to
convince RL that the dates and costs are achievable. FDH must also state that they will
commit to completing SNFP work to this schedule based on all known risks and problems
identified prior to April 15, 1998.

The new project schedule that will be proposed by DOE for the TPA milestones will also be
used to establish commitments to the Defense Nuclear Facilities Safety Board for -
Recommendation 94-1. The TPA change request to establish the SNFP milestones must be
submitted for public comment about May-June 1998. It is critical that FDH ensure that there
are no anticipated risks or variances that might jeopardize the schedule submitted on April 15,
1998. Changes in schedule, once TPA milestones are submitted for public comment, are
unacceptable. This means that the risk in the current baseline must be reduced such that there
is a high level of confidence that new schedules can be achieved.

FDH must establish the baseline changes assuming that DOE will be unable to obtain
additional funding for the project in FY 1998 from sources outside of the PHMC. FDH must
also understand that it is important that the start and completion of fuel transfer is critical, as
is maintaining total project cost to the minimum required (but which will include prudent
contingency). Therefore, FY 1999 and beyond budget levels should be based on the urgent
need to complete the SNFP and FDH's knowledge of site budget priorities and likely site
funding levels.

FDH should submit to RL by April 15, 1998, a baseline change that will accomplish the
objectives identified.

2. RL requests that FDH assess the quality assurance problems to date on the SNFP and identify
any additional actions to ensure line management accountability for quality.performance.
FDH should specifically identify whether there is a need to make QA compliance assessments
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includes an assessment of the Price Anderson Amendment Act program instituted for the SNFP.

3. FDH is requested to advise RL of actions being taken to add personnel to the project in
sufficient numbers with the right experience for the work. RL considers that FDH and DESH
should strongly consider using other PHMC teammates and other companies to provide skills
needed. Experience to date on the PHMC is that single companies do not have all the
required personnel assets to accomplish missions successfully, yet there has been a great
reluctance to change skill mixes and to secund employees from other companies with the'
proper skills. FDH should assess whether the current PHMC organizational and fee sharing
structure are hampering effective execution of project work by discouraging use of other
company's assets.

4. FDH must demonstrate to RL that a systematic review of the causes of poor project
management performance has been performed. A listing of problems, their root causes, and
the applicable corrective actions must be identified. Failing this, it is unclear how FDH and
DESH can be sure that identical problems will not recur.

5. FDH and DESH have been relying on establishing plans to see that required project work is
complete. It has been difficult to anticipate problems; delays have occurred without ability for
mitigation by management and many problems get identified late when personnel fail to meet
expectations. Since good project management practices are still in their infancy, there must be
many tools used by project managers, and they must be reviewed frequently by senior
management to ensure requited lessons have been effective. FDH is requested to provide RL
with a listing of all the management tools (status reports/problem lists) used by engineering
and subproject managers to maintain control of their work. This should include methods used
to comply with RL Implementing Directive (RLID) ID 5000.1, Baseline Execution and
Management.

6. RLID 5000.1'requires that FDH continually evaluate performance against baseline
requirements and that estimated costs at completion be submitted. It also requires that FDH
report on recovery plans for large variances against baseline. FDH should provide RL with an
assessment of its compliance to date with the requirements of RLID 5000.1 and of actions
that will be taken to correct deficiencies. RL is particularly concerned that variances are
reported late and that recovery plans are not issued promptly.

7. Update the Witness Model promptly and keep it up-to-date through fuel retrieval operations.
In order to ensure commitment to the fuel retrieval portion of the SNFP, RL requires that
FDH and DESH certify to RL their satisfaction with authorization basis, designs and
operational flexibility and reliability afforded by the planned equipment and facilities. This
certification will substantiate FDH and DESH schedule estimates for fuel retrieval. This
means that all risks attendant with operation of equipment and facilities, as designed and
documented, must be identified now. It will be unsatisfactory, after fuel retrieval start, to
assign blame to poor designs, inadequate or inflexible safety bases, or poor procedure
development. RL expects fuel retrieval to start as soon as possible but more important to
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& Review all aspects of the attached assessment and report on corrective actions FDH and
DESH will take to improve SNFP performance; FDH must specifically address each problem
identified. Unless otherwise requested above, FDH should make a first report on actions
taken by May 15, 1998 and update the status of actions not completed, or continuing actions,
bimonthly thereafter.

If any direction is provided by a Contracting Officer's Representative (COR) which your company
believes exceeds the COR's authority, you are to immediately notify the Contracting Officer and
request clarification prior to complying with the direction

If have any questions about this correspondence, please contact me or Elizabeth D. Sellers, Spent
Nuclear Fuels Project Division Director, at (509) 376-7465.

Sincerely,

C. A. Hansen, Assistant Manager
AMW:CAH for Waste Management

Attachment

cc w/attach:
M. K. Yates, FDH
E. S. McGinley, FDH
N. H. Williams, FDH
T. L. McConnell, DESH
W. M. Funderburke, DESH
C. Aycock DESH
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ASSESSMENT OF FDH AND DESH ACTIONS TO IMPROVE SPENT
NUCLEAR FUEL PROJECT (SNFP)

This assessment is based on continuous interaction of the RL staff with SNFP contractor
personnel, a review of project correspondence since inception of the PHMC, and observations of
work activities of SNFP facilities. It is also based on the detailed senior management
interactions that have occurred weekly on the project since September 1997.

RL recognizes that both Fluor Daniel and Duke Energy executives and their subordinates have
continued to follow the progress of work on the SNFP and that continuous assessment and
improvements are being addressed by them. The purpose of this assessment is to measure
project results and to highlight the problems that must be corrected to achieve project success.

I. TEAMWORK

Lack of continuity in leadership frequently leads to poor long-term performance. Change and re-
organization require significant transition periods to settle down the work force and establish
proficiency in the work at hand. RL is concerned that P1MC teamwork on the SNFP is
obviously strained and that the future of the PHMC team appears uncertain. Any significant
changes in the makeup of the team could result in major disruptions to the SNFP as new
management transitions and the work force adjusts. DOE has a significant investment in the
current PHMC which has been on site for 18 months; it is important to RL that the learning
gained to this point now start to demonstrate results.

It is also apparent to RL that FDH and DESH must be willing to accept help from other
companies if the SNFP is to succeed. RL can identify no one company that has or can produce
all the right talent with the right experience for this work. Past actions to close ranks and reject
outside help must change if success is to be achieved.

FDH has been moving in the direction of interfacing more and more with RL on SNFP technical
issues. While this is a proper contract relationship, RL is concerned that technical integration
and poor communication are occurring because the three parties involved in the SNFP are not
talking about technical matters often enough. It is unlikely that the safety basis and Safety
Analysis Report (SAR) documents can be approved expeditiously unless open communications
among all parties are fully established. RL considers that FDH should adjust its management of
DESH accordingly.

H. LACK Of SUBSTANTIVE IMPROVEMENT IN PERFORMANCE

The purpose of the PHMC was to bring to Hanford companies experienced in the types of work
to be performed here along with management teams who could make significant improvement in
Hanford performance. It is clear to RL that PHMC managers continue to underestimate the
magnitude of the task at hand. The SNFP for example has always maintained an aggressive
schedule due to the urgent nature of the work. The schedules have, therefore, assumed that
performance improvement would occur. Difficulties meeting SNFP expectations must be
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attributed to insufficient management attention to the many details that need improvement.
While the intentions of the management team are not questioned, it is clear to RL that some do
not have the right experience to take on the specific challenges posed by the SNFP. The
following is pertinent:

a. There are the usual complaints that managers must spend their times in meetings instead of
managing the work. Simply put, this problem must be solved by ensuring sufficient numbers
of qualified and experienced personnel to handle all the work including dealing with
customers, regulators and stakeholders. It is also incumbent on senior management to
change behaviors that are unproductive and to see that progress is achieved despite other less
important commitments.

b. Personnel with not only the correct qualifications but also the correct experience must be
applied to the work. Constraints on using the best people to get work done must be
eliminated if SNFP goals art to be met. Again, the PHMC was awarded on the basis that
commercial and "best in class" methods would be brought to bear on the Hanford work.
Without those technical and project management skills being applied, improvements will not
occur. RL has continued to observe that commercial nuclear standards have not yet been
achieved by the PHMC. The exact nature of the work must be assessed to take effective
action on this problem. The main thrust of the fuel retrieval project is design and delivery of
equipment, checkout, and efficient fuel transfer operations; it is critical that experience in
those areas be involved in preparations of the SNFP facilities for fuel retrieval.

c. It is critical that PHMC contractors establish the standards of performance for their personnel.
In particular, the requirements and standards established for the SNFP are clear and close to
commercial nuclear standards. However, RL continues to see contractor personnel trying to
guess what DOE may want rather than working to standards established by contractor
management. Success will only come when contractor management sets the right standards
and enforces them to achieve first time quality. Contractor management must be prepared to
defend their work as technically competent to customers and regulators.

M. NEED FOR A CREDIBLE COST AND SCHEDULE BASELINE

FDH and DESH have been unable to provide RL with an accurate cost and schedule baseline.
RL made development of a credible cost and schedule baseline for the SNFP a priority,
incentivizing FDH to provide one at the beginning of the PHMC contract. While FDH provided
a new baseline in December 1996, which was an improvement over previous versions, large
variances against cost and schedule developed within months of its issue. A second baseline was
developed by FDH commencing in May 1997; it was not submitted to RL until early
December 1997 and was approved on December 15, 1997. Despite 15 months of effort to
establish a credible schedule and cost for the SNFP, FDH has now identified major deviations.
against this latest baseline.

Lack of a credible baseline for the SNFP is unacceptable to RL. Because the SNFP does not
have one, RL is at high risk of regulatory enforcement action; in addition, this has created the
need for oversight inspections by DOE Headquarters and Congressional investigators. Without
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strong contractor leadership and control of the work, the SNFP cannot re-establish required
credibility with customers, regulators, and stakeholders. Other impacts are delayed elimination
of the urgent risk posed by the spent fuel near the Columbia River, and the deferral of other
important Hanford cleanup work. While all delays to the project have not been caused by
PHMC team actions, there has been a 19 month delay to date. Any additional delays due to
PHMC actions or omissions will continue to exacerbate the perception that the PHMC is
ineffective in carrying out the SNFP work.

IV. NEED TO IMPROVE THE TECHNICAL DIRECTION AND LEADERSHIP OF
THE SNFP

Poor technical direction and leadership has continued to be a problem on this project. RL is
concerned with the recent departure of an experienced senior engineer who was directing the
safety basis development for the project. Although new engineering management peisonnel
have been added to the FDH and DESH staffs, the loss of this individual creates a serious
discontinuity in closing technical issues while new personnel get up to speed. In Reference (1),
RL expressed concern with delays in establishing a technically sound and well-documented
safety and design basis for the project, and that senior managers develop a thorough
understanding of the details of the project. FDH and DESH must determine if sufficient numbers
of experienced engineering personnel are assigned to establish firm control of the technical basis
of this project; in addition, it will be critical that sufficient numbers of engineering management
personnel remain with the project throughout its duration to ensure consistent interpretation of
the safety basis. Failure to do so continues to jeopardize schedule, cost, and the technical
credibility of the safety basis:

RL considers that these, important matters are not getting proper attention. Delays in the closure
of technical issues, in a timely manner, remain a critical issue for the project. The SNFP
Independent Review Panel has made this comment for over 18 months. DOE and its regulators
have all encouraged FDH and DESH to aggressively pursue their recommendation to establish a
safety basis which provides for dry storage of spent fuel in strong sealed containers; however,
FDH and DESH have yet to complete the required documentation in a timely fashion.

Similarly, RL continues to be concerned with the poor technical quality of the SARs and other
project technical documentation. Without the right management personnel with the proper
.experience, technical documentation quality issues will continue, with negative impacts on the
project. Late completion of the design report for the Cold Vacuum Drying Facility (CVDF) and
disapproval by RL of the CVDF SAR are the most recent serious problems. Lack of safety
analysis and procurement documentation is impacting the critical path for the SNFP.

V. LACK OF URGENCY ON THE PROJECT

RL continues to conclude that all project personnel do not understand the urgent nature of the
risk posed by the spent fuel stored on the Columbia River or the adverse impact to PHMC and
Hanford credibility caused by cost over runs and delays. While FDH and DESH actions are
highlighting adherence to schedule and cost baseline, the overall lack of accountability to ensure
project success is still apparent. Progress on project-work continues to fall behind schedule,
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many commitments for issue of design and SARs continue to be missed, and many contractor
work status meetings observed by RL lack demonstrations of accountability and a sense that it is
important to get on with work. Accountability does not appear to be driving management
response to work planning or problem resolution on the project.

Recently, damage occurred to the K-West Basin crane auxiliary hoist; it has taken two months to
identify the cause as a personnel error, documented corrective actions will not be available for
another week, and work on the crane has been held up. FDH and DESH should be treating work
in the K Basins with utmost urgency, as it will during fuel retrieval when work stoppages may
delay the entire project at a cost of $10 million per month.

While weekly senior management attention is being addressed to schedule adherence, there is
more work closer to critical path than six months ago and the critical path is now being reported
as late due to lack of safety analysis and procurement documentation. Completion of the
Canister Storage Building is also now on critical path due to delays in completing subcontracted
work on the Multi-Canister Overpack (MCO) Handling Machine (MHM).

VL NEED FOR SIMPLE AND RELIABILITY EQUIPMENT AND FACILITIES

RL is concerned about the reliability of fuel retrieval operations. RL does not yet see the
requisite degree of accountability demonstrated by operations management which will ensure a
timely fuel retrieval operation. Operations must "own" the details of safety basis and equipment
designs such that Operations is fully committed and capable of delivering on baseline schedules
for fuel retrieval. Operations cannot, after start of fuel retrieval, point to design or procedure
problems as an excuse for not getting work accomplished. Operations must have detailed
planning in place that addresses contingencies. RL has not observed this approach demonstrated
by Operations management to date.

For example, RL was concerned to find out recently that senior contractor managers are not sure
where radiological repair of systems installed in the K Basins will take place. Without careful
planning for maintenance of every system and piece of equipment placed in the K Basins pool,
there is likely to be major delays to the project at unacceptable cost. RL has also observed that
longstanding engineering issues in the K Basins have yet to be corrected despite commitments to
do so. This includes continuing deficiencies in configuration management of electrical
components and ineffective engineering support for Unresolved Safety Question (USQ) actions
and troubleshooting of simple equipment.

RL is pleased to see FDH take actions within the past few weeks to accomplish the long overdue
update the "Witness Model" which models fuel retrieval operations. However,RL'remains -
concerned that this model has not been a.major tool for planning operations and for establishing
accurate cost and schedule baselines. Without a meaningful model of what is likely to occur
during fuel retrieval it is not possible to plan effectively for success. It is crucial that this model
be established as accurate and maintained throughout the fuel retrieval operations.
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VII. LACK OF ACCOUNTABILITY

The lack of accountability at all levels of the project for baseline cost and schedule adherence
and setting and enforcing contractor technical performance standards remains a serious problem.
Recent implementation of baseline change control at the subproject level in December 1997 has
created a huge list of deviation notices identifying potential variances against the baseline. The
magnitude of these variances demonstrates the lack of accountability that existed until recently;
it would be premature to assume that this problem can be changed instantaneously. In addition,
RL is particularly concerned with the attitude of many on the PHIMC team that DOE should or
will come up with additional budget to cover their cost over runs. Federal and DOE budgets
have been and will remain tight; there simply is "no more money". If the SNFP is not a good
steward of the budget allocated then there will be delays and serious repercussions.

In addition to observing personnel hope for more money to resolve SNFP problems, RL notes a
serious reluctance to find savings within the SNFP itself This is unacceptable and destroys the
project's credibility within the PHMC, the Hanford Site, and within the DOE complex. No
focused effort has been established by FDH or DESH to identify ways to cut costs and provide
needed budget flexibility for the project. FDH has been recommending additional
characterization testing without careful management review of the data and analyses upon which
the recommendations are based. For example, recent uranium reaction rate data was the basis for
additional testing. RL review of the data found that the report of the data conflicted such that the
conclusion reached was not necessarily valid. RL concludes that management review of
technical data is weak and cursory; this discrepancy should have been detected prior to
recommending testing.' In addition, RL notes that project personnel are spending significant
effort to propose additional fuel and sludge characterization work which is not justified; there has
been no serious questioning of the need for this work which may get accomplished since -
authorized budgets are.not yet used up. FDH and DESH should be continually questioning the
need for all ongoing work, not just recommending options for consideration by RL as stated
recently as justification for aluminum hydroxide testing. In particular, RL has observed new
safety, engineering, and laboratory analyses which get performed without apparent management
review of the need to proceed, especially when they are covered by "already authorized scope."

The latest SNFP baseline change included about $78 million for K Basins sludge pretreatment
and disposal. Despite the significant impact of this item, FDH and DESH have yet to address
serious management talent to identifying less expensive and shorter ways to accomplish this
work. RL is concerned that significant assets will be frittered away prior to accomplishing
substantive action.

VI. SETTING CONTRACTOR STANDARDS FOR PERFORMANCE

There appears to be a poor understanding on the part of contractor management and engineering
personnel as to what constitutes acceptable technical standards for nuclear safety and design
work on this project. Requirements established for this project are "NRC equivalent," with some
additional DOE requirements; they were established and continue to be established jointly for the
SNFP. RL personnel are experienced in nuclear commercial, naval nuclear, and DOE standards
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and use this experience as the basis for evaluation of contractor deliverables. DOE has no
unique knowledge that provides an advantage in understanding requirements for the project.

However, RL concludes that the documents sent to RL for approval lack the quality associated
with commercial nuclear standards of performance. Of specific concern is the lack of thorough
independent review at the lowest level to drive in quality, lack of technical integration among
safety analysis, design and operational requirements, and the lack of significant management
review of final products. Only strong contractor technical management who clearly define
technical performance standards for contractor engineering personnel can obtain the requisite
results in a timely way. While customer reviews of contractor progress throughout a piece of
work will be beneficial, they cannot substitute for self-imposed quality requirements. RL is
concerned that contractor management continues to focus on getting aligned with RL
expectations rather than setting the proper expectations for their personnel.

RL also concludes that there is a gross misunderstanding of the "fast track" nature of the SNFP
by project personnel. There are many instances observed where requirements are not followed
or where proper review of important work does not occur; it appears that in many cases this is
done in order to get on with the urgent fast track work. Fast tracking does not mean performing
marginal or unsatisfactory work. It is crucial that all project personnel understand that while
design, construction and testing all go on in parallel, it is critical that no work proceed beyond
the point where delays and rework will result. Management should be involved in detail in all
decisions on a fast track project to ensure decisions are not made incorrectly.

IX. QUALITY ASSURANCE (QA)

Proper QA remains a major concern for DOE on this project. FDH has self-identified on
numerous occasions that line management accountability for QA is weak on site and on this
project. RL has identified numerous QA concerns over the past two years, including the late
implementation of contract QA requirements. Problems continue to occur which identify that
line mange is not ensuring implementation of QA principles and procedures in SNFP work. The
quality, cost, and on-time delivery of SNFP equipment and facilities is being jeopardized by QA
Program violations and poor practices.that must be corrected to accomplish this program in a
safe and timely fashion. Some current problems include the loss of configuration control on the
first article procurement for the CVDF vacuum drying system and establishing an approved QA
Program for NUMATEC now that they have been assigned as implementation manager for the
CVDF.

X. LACK OF ROOT CAUSE IDENTIFICATION

While RL recognizes that DESH made a large effort to evaluate problems in SNFP execution
following receipt of the Reference (1) and (2) assessments by RL and the Defense Nuclear
Facilities Safety Board (DNFSB), RL does not consider that FDH and DESH have properly
identified and resolved root causes of poor technical and project management. FDH (see
Reference [3]) has reported a corrective action plan to improve performance but has not defined
in a systematic way the root causes of the problems. It is difficult to'understand how some
actions to reorganize address causes of problems; for example, it is not clear how the
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implementation manager concept will result in improvement when it adds additional
documentation and may make technical integration of the project more difficult. The technical
integration manager concept also requires that additional attention be paid to flowdown of.
technical and safety requirements which will require significant oversight actions by DESH. RL
has not observed that DESH has added staff to accomplish this. RL is concerned that the
implementation manager concept will add to the cost of SNFP work and jeopardize its correct
execution.

FDH has stated that the implementation manager concept is aimed at instilling accountability
into the work, yet it is not clear from reports made by FDH or DESH how this addresses root-
causes of project performance deficiencies.

Recently, RL disapproved the latest submittal of the SAR for the CVDF. RL evaluation of that
submittal showed that the safety analysis was based on overly conservative assumptions (a
repetitious problem), that the safety analysis and CVDF equipment designs were not fUlly
consistent, and that operational concerns were not fUlly addressed. In particular, RL was
concerned that FDH should not be released for final procurement of the facility and equipment
until there was a clear understanding of the risks attendant to the inconsistencies in design and
safety analysis. RL found that despite management actions to improve performance on SAR
development, there was insufficient management attention paid to review and approval of this
SAR. Given the critical nature of this work and the fact that the management team had been
recently changed for the third time, RL would have expected significant management review of
the CVDF SAR submittal.

It is apparent to RL that a root cause of many of the problems on this project might be evident in
this latest problem. There appears to be a rush to meet commitment dates without accountability
to ensure that quality standards for work are achieved through timely actions at the start of
engineering and production activities. It is always difficult to inspect in quality to a product.
Approval of the CVDF SAR as submitted could have resulted in decisions to proceed with
equipment procurement before all design issues were settled. This could result in the potential
for large change orders with fabricators and, therefore, cost over runs and schedule adherence
problems. RL considers the poor quality of technical work and management failure to achieve
high-quality products to be a root cause of many of the problems encountered to date on the
project.

XI. POOR CRITICAL PATH PROJECT MANAGEMENT

RL is distressed with the continuing lack of strong project management for the project critical
path (the CVDF, its equipment and process). This work has remained on the critical path since
October 1, 1996, and FDH and DESH have recently changed the management leadership and.
approach to this subproject for the third time. It is time to ensure that the right people with the
right experience are managiig this work; FDH should confirm this to RL. Further delays on this
work are unacceptable.
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X11. NEED TO IMPROVE CORRECTIVE ACTION MANAGEMENT
PERFORMANCE

There are many systems and lists for the SNFP which define problems and open items requiring
action. DESH instituted a Problem Investigation Program (PIP), a commercial nuclear practice,
for their work; project personnel have used it rather widely. However, RL is concerned that
senior project management is not continually prioritizing open issues and problems and seeing
that they are resolved. Neither the PIP program, FDH deficiency tracking system, nor the former
corrective action tracking systems are being used effectively to ensure timely action on
problems. RL notes that recent significant problems identified by government inspectors had in
fact already been identified by contractor personnel and documented, however, corrective actions
were not promptly initiated. Some important safety issues have been assigned due dates far into
the future. In a recent case a DESH employee filed an employee concern with DOE since his
PIP concern went unresolved and was assigned a resolution date in October 1998.

Several open item listings are used to follow open engineering issues, but resolution of important
issues continues to get deferred for no apparent reason. For example, FDH is still establishing a
plan for dry storage of the single pass reactor (SPR) aluminum clad fuel currently in the
K Basins. While it is expected that the SPR fuel can be handled in the same way as N Reactor
fuel, this has yet to be confirmed. Project experience is that preliminary engineering assessments
can be incorrect and cause delays. There is no apparent reason for this safety basis issue not to
be resolved promptly.

FDH and DESH should have a comprehensive methodical way of providing management
assessment of reported problems and follow-up corrective actions. These problem listings must
be fully understood, evaluated for action in a timely fashion, and scheduled for action prior to the
appropriate SNFP activity. Failure to manage this well represents a breakdown in management
of the SNFP.

RL has identified to FDH in the past six months several concerns about its management of the
Price Anderson Amendments Act (PAAA) corrective action follow-up. Not even these priority
items have been getting the right attention.

XIIL IMPLEMENTATION OF INTEGRATED SAFETY MANAGEMENT (ISMS)

'RL is concerned about timely implementation of the PHMC ISMS for the K Basins and for the
entire SNFP. The recent DOE evaluation of K Basins implementation of ISMS at the gap
analysis phase of ISMS implementation showed that there is a large number of gaps in the
system decryption which need to be filled. In addition it is apparent that while some DESH and
FDH line staff managers are intimately familiar with ISMS core functions and guiding
principles, it is not clear at all that line managers have embraced this philosophy. Significant
additional line management attention by FDH and DESH to ISMS implementation will be
required before performance agreements for Phase 2 implementation can be achieved.

In addition, recent changes by FDH to remove scope from DESH and to integrate the use of the
Canister Storage Building (CSB) among SNFP and TWRS programs needs to be examined in
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light of proper implementation of ISMS for the entire project. DESH has just consolidated SAR
preparation under a new engineering manager position that RL applauds as a sound move for
effective integrated safety management for the SNFP. However, at the same time FDH has
established a SAR group and given it budget authority for DESH SAR preparation. This setup
needs to be carefully reviewed against PHMC ISMS plan and core function and guiding
principles.

Lack of teamwork in the PHMC has been a serious problem for the majority of this contract. RL
is encouraged by recent efforts to set this straight. In particular, RL is concerned about FDH
actions to separate out work from the DESH project scope and to take over control of budget.
This could adversely impact on implementation of the PHMC and project ISMS. It is crucial
that technical and safety accountability be clear on the project. Where there is confusion this
must be cleared up quickly to permit ISMS implementation to proceed. At this time, there is
confusion among project personnel in the areas of sludge and safety analysis reporting.

Incidents at-the K Basins point to the need for additional action to implement ISMS. The CVDF
SAR was submitted for RL approval after having deleted the majority of the section on CVDF
facilities currently under construction. The deleted material constituted a part of the approved
authorization basis for this facility. This action demonstrates a poor understanding of
authorization basis management. Similarly, RL has pointed out the slow response to safety
hazards at the K Basins. Although the DNFSB pointed out a battery ventilation system
malfunction in December 1997, DESH did use the feedback to promptly re-examine the hazards.
and question the adequacy of standards and requirements and existing controls. Actions
regarding the USQ for the basins drain valves have all been tardy and engineering actions have
been of poor quality.

XIV. PROJECT MANAGEMENT TOOLS TO MONITOR PERFORMANCE

RL remains concerned that FDH and DESH are using insufficient project tools to monitor the
performance of the project and to ensure that surprises do not occur. For example, until just
recently DESH management had been insisting that evaluation of subcontractor change orders
for the CSB was well under control and that project claims at the end of the project would be
small. Recent investigations show that the number of change orders for the CSB and MHM is
very large, involves a significant amount of cost and that most are yet to be finally negotiated.
While project managers state that they consider the extent of liability known, performance of
project managers does not substantiate confidence in these predictions. Outstanding change
actions should be fully negotiated as soon as possible in order to maintain sound budget control;
until this is done management should follow these matters closely to expedite them. This area
has received too little management attention.

RL is also concerned that it has been apparent practice to direct changes to subcontractors rather
than try to negotiate a price in advance of directed action. This was done for a recent change in
safety requirements for the CSB subcontractor; RL has questioned the need for this change in
direction as no law or customer requirement precipitated the change but rather a subcontractor
idea prompted the action.
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XV. IMPLEMENTATION OF CHANGE CONTROL

RL considers that FDH and DESH should be more busiriess like in pressing for change control
on the project. There remains an attitude of lower level personnel that they are in the business of
answering customer questions rather than setting a standard for work performance, establishing a
cost and schedule estimate and then executing it for contractor management. Without serious
change control instituted at all levels of the organization it will be impossible to get results in
procedure compliance,- configuration management or cost control. Contractor employees must
work for contractor managers and know that it is acceptable to behave this way.

XVI. OPERATIONS MATTERS REQUIRE SIGNIFICANT REVIEW

Since October 1997, RL has been asking for detailed information on how operations will be
executed in the SNFP facilities used for fuel retrieval and dry storage. Detailed plans have not
been provided to demonstrate that key decisions have been made in a timely fashion. With
regard to historical performance of K Basins operations personnel it is clear that success in
normally high when simple manual equipment is used in a repetitious fashion. Complex
equipment has been hard to keep running to achieve reasonable production rates. In addition,
there has been a shortage of experienced supervisory operations and testing personnel. Despite
this DESH has been planning on operating all facilities on a three shift per day, seven day per
week basis. Five operating crews for each facility have been envisioned. RL has repeatedly
expressed concern that insufficient qualified personnel can be made available for such a manning
plan. Experience in other nuclear fuel transfer operations would also suggest that fewer crews
and a reduced 'workweek would result in more reliable personnel performance. FDH and DESH
must address these basic issues with experienced decision makers who can commit to planned .
results; if this is not done soon, it will be hard to avoid major costly delays in Operation
Readiness Review (ORR) preparation or fuel retrieval operations

XVIL NEED FOR INCREASED ATTENTION TO NUCLEAR COMPONENT
MANUFACTURING IN THE HANFORD SITE FABRICATION SHOP

Weekly review of nuclear component manufacturing in the Site Fabrication Shop (SFS) has
continued to identify issues of non-compliance with quality assurance requirements. This is not
unusual given the new procedures must be assimilated into this operation. However, it is of.
concern that management response to many problems have been defensive rather than proactive
to ensure first time quality.

This work will continue to require significant management attention if work is to be delivered on
time, to the proper standards and at a reasonable cost. RL is concerned that an experienced
Babcock & Wilcox nuclear component manufacturing representative has been on site for several
weeks but has not been providing feedback to the SFS regarding lessons learned; only DESH has
obtained this feedback and it is not all being provided to the SFS operated by DYNCORP.
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XVfL MANAGEMENT PERFORMANCE

A review of all of the problems on the project clearly points to significant failures of
management to address basic requirements of nuclear work. Problems have been well identified
over the past three years in project correspondence, yet effective corrective actions are not
implemented. The FDH and DESH management assessment programs are weak and are not
followed; this is a self-identified problem but the need for corrective action is not demonstrated
by contractor management. DOE, Nuclear Regulatory Commission (NRC), and Congress are
giving serious consideration to implementing NRC oversight of DOE nuclear work in the future.
FDH and DESH should consider NRC licensing requirements as they perform the work on this
project and prepare for an ORR. Clearly management failure to take action on identified
problems is a significant issue which must be addressed now.
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